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June20,2000

TheHonorableWilliam J.Clinton
PresidentoftheUnitedStates
TheWhite House
1600PennsylvaniaAvenue,N.W.
Washington,DC 20500

DearMr. President:

I amwriting to requestthatyoudirect theEnvironmentalProtectionAgency(EPA) to
grantawaiverto theChicagoandMilwaukeeareasfor EPA’srecentlypromulgated
reformulatedgasoline(RFG) standards.

RefinersservingtheChicago-MilwaukeeareasuseethanolinsteadofMTBE (the
additiveusedin mostotherurbanareas)to meettheoxygenaterequirementsoftheRFG
program. Newrequirementsfor phasetwo ofthisprogram,which tookeffectJune1,2000,have
madeit moredifficult andcostlyto manufacturereformulatedgasolinewith ethanol. EPA
estimatedtheimpactofthephasetwo requirementsat 5 to 8 centspergallon.

In reality,reformulatedgasolinepricesin ChicagoandMilwaukeearesignificantly
higherthanreformulatedgasolinepriceselsewherein thecountry. Accordingto the
CongressionalResearchService(CRS),EPA’s newreformulatedgasolinestandardsare
responsiblefor halfofthepriceincrease,orapproximately25 centsper gallon— threeto five
timeshigherthanEPA’soriginalestimate.CRSalsoestimatesthattransportationbottlenecks
haveboostedregionalgaspricesby another25 centspergallon.

Unfortunately,ratherthanaddressarootcauseofthepricespike— theRFGprogram—

EPAAdministratorCarolBrownerandVicePresidentAl Goreareattemptingto shift theblame
ontopetroleumrefiners. Indeed,Ms. Brownerrequestedthatthe FederalTradeCommission
investigatepossible“price gouging”by refiners.Thereis no evidenceto supportsuch
allegations.Instead,Ms. BrownershouldinvestigatewhetherEPA’spolicies,suchasEPA’s
recentNewSourceReviewenforcementactionagainstrefiners,haveaggravatedtheimpactof
OPEC’spricehikeby thwartinginvestmentm newrefiningcapacity.



In anyevent,CRS’sanalysissuggeststhat suspendingtheREG requirementwould bring
downgaspricesin MilwaukeeandChicagoby 25 centspergallon. The FederalGovernment
shouldnotpunish innocentconsumersbecauseofEPA’s economicmiscalculation.SinceMs.
Brownerrefusedto granttheChicago-Milwaukeeareaawaiverto providesomerelief to
consumersin thisregion,I amappealingdirectlyto you for sucha waiver.

Sincerely,

David M. McIntosh
Chairman
Subcommitteeon NationalEconomicGrowth,

NaturalResources,andRegulatoryAffairs
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June20, 2000

TheHonorableWilliam J.Clinton
PresidentoftheUnitedStates
TheWhite House
1600PennsylvaniaAvenue,N.W.
Washington,DC 20500

DearMr. President:

I amwritingto requestthatyoudirect theEnvironmentalProtectionAgency(EPA)to
grantawaiverto theChicagoand Milwaukeeareasfor EPA’srecentlypromulgated
reformulatedgasoline(RFG) standards.

RefinersservingtheChicago-Milwaukeeareasuseethanolinsteadof MTBE (the
additiveusedin mostotherurbanareas)to meetthe oxygenaterequirementsoftheREG
program. Newrequirementsfor phasetwo ofthisprogram,whichtookeffect June1,2000,have
madeit moredifficult andcostlyto manufacturereformulatedgasolinewith ethanol. EPA
estimatedtheimpactofthephasetwo requirementsat 5 to 8 centspergallon.

In reality, reformulatedgasolinepricesin ChicagoandMilwaukeearesignificantly
higherthanreformulatedgasolinepriceselsewherein thecountry. Accordingto the
CongressionalResearchService(CR5),EPA’s newreformulatedgasolinestandardsare
responsiblefor halfofthepriceincrease,orapproximately25 centspergallon— threeto five
timeshigherthanEPA’s originalestimate.CRSalsoestimatesthat transportationbottlenecks
haveboostedregionalgaspricesby another25 centspergallon.

Unfortunately,ratherthanaddressarootcauseofthepricespike— theRFGprogram—

EPAAdministratorCarolBrownerandVice PresidentAl Goreareattemptingto shift theblame
onto petroleumrefiners. Indeed,Ms. Brownerrequestedthat theFederalTradeCommission
investigatepossible“price gouging”by refiners. Thereis no evidenceto supportsuch
allegations.Instead,Ms. BrownershouldinvestigatewhetherEPA’spolicies,suchasEPA’s
recentNew SourceReviewenforcementactionagainstrefiners,haveaggravatedtheimpactof
OPEC’spricehike by thwartinginvestmentin newrefiningcapacity.



In anyevent,CRS’sanalysissuggeststhatsuspendingtheREGrequirementwould bring
downgaspricesin MilwaukeeandChicagoby 25 centspergallon. TheFederalGovernment
shouldnotpunishinnocentconsumersbecauseofEPA’s economicmiscalculation.SinceMs.
Brownerrefusedto granttheChicago-Milwaukeeareaa waiver to providesomereliefto
consumersin thisregion,I amappealingdirectlyto you for suchawaiver.

Sincerely,

J(dnt~*’
DavidM. McIntosh
Chairman
SubcommitteeonNationalEconomicGrowth,

NaturalResources,andRegulatoryAffairs

bcc: The Honorable Dan Burton
The Honorable Dennis Kucinich
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